







Kenan Saienvbe Jv 
INTERNATIONAL 





a 
) oD. 


ned Li 


rn RAR 
me ‘Financial News vurvey. 
e 
Tax 
sting Volume V, No. 8 . INTERNATIONAL MONETARY FUND e August ¢ 10958 . 
for 
A at U.K. Commodity Arbitrage 
i The Bank of England’s announcement last week that _—returned with a suggestion that they should be resub- 
os of it was prepared to authorize purchases of dollar materials =‘ mitted in a month’s time. Grain transactions, however, 
aaliets for resale against sterling to EPU countries (see this have definitely been ruled out for the time being, ap- 
1-52, News Survey, Vol. V, p. 51) produced applications so parently because the applications for this commodity 
dies, far in excess of expectations that the Bank has had to were so large. 
i ae suspend the scheme for the time being. Since deficits The effect of these approved transactions has been, 
llion, in the U.K. account in EPU now have to be settled 100 _—on the one hand, to force down the dollar quotation on 
ini per cent in gold, these imports from the dollar area had =the London market by % cents, to $2.7854, and, on the 
ome not been expected to result in any net expenditure of other hand, to strengthen the rate for transferable sterling 
dollars from the central reserves. By the end of July to $2.67, the discount on the official market rate being 
the U.K. cumulative deficit in EPU was $158 million in _ reduced to about 4% per cent. A further consequence 
New excess of its quota, and the Economist states that within of these facilities was to cause in some commodity 
 sub- one week of the new scheme for commodity arbitrage | markets a quick movement of prices sufficient to wipe 
Beak coming into effect the Bank of England’s authorizations _ out or greatly reduce the scope for arbitrage profit. 
e for had well surpassed this sum. This being so, if all the The Financial Times, in an editorial, considers that 
total. authorized applications result in actual transactions the the scheme was too ambitious and suggests that if the 
di for U.K. deficit in EPU might be brought down below its experiment is resumed next month the approach will 
stated quota, and a net outflow of gold or dollars from the cen- _—have to be a more cautious one. It concluded “all this 
sy tral reserves might occur. of course is an object lesson of what would happen if 
1958. Under exchange control procedure, merchants who those who want to free the pound and make it convertible 
1952 have had their applications granted in principle must immediately had their way.” It is clear that European 
ement obtain firm approval for the business within one month. _‘traders, themselves short of dollars, were quick to use 
intro- It will then be possible to say to what extent the trial @vailable sterling for the purchase of scarce dollar com- 
a for series of approved applications has been translated into © ™odities through this scheme. 
which actual business, and, accordingly, the effect of the ex- Sources: The Financial Times, August 15, 1952, and 
t thet periment on Britain’s cumulative EPU position. Appli- The Economist, August 16, 1952, London, 
2 - cations received after a certain specified date have been England. 
e has Industrial Raw Materials Allocation 20 that its review of the supply and demand situation for 
nate The Sulphur Committee of the International Materials newsprint and dissolving wood pulp did not indicate 
d The Conference announced on July 20 the allocation of 3.2 *"Y lee dain in the supply “ager of ——- 
gland. million long tons of crude sulphur for the last six months “0° Pulp, which continues to be adequate. oug 

































of 1952. The Committee agreed that half of the total 
constitutes the allocation for the third quarter, and half 
the allocation for the fourth quarter, with the proviso 
that the Committee may review the fourth quarter al- 
location. 

Since July 1951, as a result of the Committee’s allo- 
cations, sulphur consumption has virtually been brought 
into line with production and the severe drain on stocks 
halted. This, however, has meant a reduction in con- 
sumption below the level of demand. Although produc- 
tion in the second half of this year is expected to increase 
to an annual rate of 6.4 million long tons, against 6.1 
million in 1951 and 5.9 million in 1950, it will still fall 
short of requirements. 


The Pulp-Paper Committee of IMC announced on July 




















evidence of the trend of the newsprint market is some- 
what conflicting, the Committee has agreed that there is 
no need for newsprint allocations at this time. The 
situation will be reviewed further in September. 

Source: International Materials Conference, Information 


Bulletin, Washington, D. C., July 31, 1952. 


Europe 

EPU Operations in July 

Belgium’s July surplus in the European Payments 
Union, at 8.6 million units, was the lowest since No- 
vember 1950; the average monthly surplus during the 
first quarter of this year was 47.5 million units and 
during the second quarter 18.5 million. The smallness of 
the July surplus is attributed in part to increased tourist 
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expenditures abroad; it is also believed that Belgian 
exporters delayed the receipt of payments in anticipation 
of a relaxation in taxation and the “blocking” measure 
on export proceeds. The surplus was settled by a pay- 
ment of 4.3 million units in gold and the extension of 
credit of an equal amount; the settlement was in accord- 
ance with the agreement providing that during 1951-52 
Belgian surpluses up to 250 million units are to be 
settled half in gold and half by credit. As a result of 
this surplus and the July 1, 1952 operations envisaged 
in the OEEC Council decisions of June 30, 1952 (see 
this News Survey, Vol. V, pp. 25 and 42), the cumu- 
lative accounting surplus as of the end of July was 424.4 
million units of which 248.2 million units represented 
credit granted and 176.2 million units gold received 
from the Union; as of the end of June the corresponding 
amounts were 788.7 million, 423.9 million, and 364.8 
million units. 

The largest monthly surplus was again that of Germany 
(57.7 million units); this was, however, smaller than 
the June surplus (76.5 million units). Germany’s cumu- 
lative accounting surplus has reached 368.8 million units 
of which 134.4 million has been received in gold. The 
month’s second largest surplus was that of the Netherlands, 
which amounted to 38.1 million units, more than twice 
the June surplus; during July the Netherlands was re- 
ported to have received capital payments in sterling 
from the Shell and Unilever groups. Half of the surplus 
was settled in gold and the other half in credit. Austria 
had a surplus (6.1 million units) for the first time since 
the beginning of EPU operations; settlement was made 
in gold. Greece, another chronic debtor, had a surplus 
of 2.5 million units and had to extend an equal amount 
of credit. Except for a very small amount of “existing re- 
sources” used, the total of Greece’s cumulative deficit of 
221.1 million units since the beginning of EPU has been 
settled through the use of the “initial credit balance” 
and of “special resources” allotted to Greece by the 
U. S. Government. Other countries with surpluses in 
July were Denmark (9.2 million units), Italy (4.8 mil- 
lion units), and Switzerland (5.4 million units). 

The U.K. July: deficit of 98.6 million units was more 
than twice the June deficit, and was contrary to the 
recent trend toward smaller U.K. deficits. A part of the 
July deficit is accounted for by seasonal factors and an- 
other part by exceptional payments to Denmark and 
capital transfers to the Netherlands (see this News Sur- 
vey, Vol. V, p. 50). Settlement was made in gold since 
the country’s cumulative accounting deficit of 1,217.7 
million units is in excess of its EPU quota. The total 
amount of gold that has been paid to the Union by the 
United Kingdom amounts to 581.7 million units. 

France had a deficit of 2.6 million units in July, 
compared with a surplus of 22.2 million units in June. 
Strict import restrictions have helped France maintain 


INTERNATIONAL FINANCIAL News Survey, August 22, 1952 


an equilibrium position within the EPU in recent months; 
the country’s cumulative accounting deficit is 398.2 mil- 
lion units of which 126.3 million units has been paid in 
gold. Deficits were also incurred by Norway (2.0 mil- 
lion units), Portugal (1.8 million units), Sweden (7.9 
million units), and Turkey (19.5 million units) ; Turkey’s 
deficit had to be settled wholly in gold since the country’s 
cumulative accounting deficit is in excess of its quota, 


Sources: The Financial Times, London, England, Aug- 
ust 5, 1952; Neue Ziircher Zeitung, Ziirich, 
Switzerland, August 8, 1952; Organization for 
European Economic Cooperation, Press Release, 
Paris, France, August 12, 1952. 


United Kingdom Trade 


In the first half of this year the excess of U.K. imports, 
c.i.f., over exports, f.o.b., averaged £78 million a month, 
a reduction of £22 million from the average rate in 
1951. Of this reduction, more than £19 million was in 
trade with the non-sterling area, and less than £3 million 
with the sterling area. 

Nearly all of the fall in imports from non-sterling area 
countries occurred in the second quarter of this year, 
primarily because of reduced supplies from OEEC coun- 
tries and Eastern Europe. The monthly rate of imports 
from the outer sterling area was slightly higher than in 
1951. No area classification for trade in July 1952 is 
yet available, but provisional figures show that total 
imports in that month fell to £290 million, or nearly 
£16 million below the second quarter average. 


Monthly Average U.K. Trade 
(million pounds) 
1st 2nd 1st 
quarter quarter half 
1951 1952 1952 1952 
With non-sterling area 
Imports 209.5 
Total exports . 114.7 
Balance 
With sterling area 
Imports 
Total exports . 
Balance 
Total 


208.6 
126.4 
—82.2 


186.0 
118.2 
—67.8 


197.3 
122.3 
—75.1 


116.7 
110.8 


119.5 
131.4 
+11.9 


119.9 
101.3 
—18.6 


119.7 
116.4 
—3.3 


328.1 
257.8 
—70.3 


305.9 
219.5 
—86.4 


817.0 
238.6 
—78.4 


Total exports . 225.5 


Balance 


Exports to both non-sterling and sterling area coun- 
tries rose sharply in the first quarter of 1952 from the 
average 1951 figure, but declined in the second quarter; 
most of the decline was in exports to the sterling area. 
Domestic exports fell slightly in July 1952 from the 
second quarter average, but this was offset by an expan- 
sion in re-exports. 

The trade deficit with non-sterling area countries fell 
from a monthly rate of £95 million in 1951 to £82 mil- 


INTERNA 


—s =e -- 


lion in | 
the sec 
sterling 
by a de 
deficit o 
than in 

If the 
and inst 
trade de 
to £300 
of the - 
balance 
at £275 
that ne 
Kingdo: 
Kingdo. 
£70 mil 
surplus 
the first 
must h 
over-all 
the wo! 
first si 
£69.1 : 
that the 


Sources 


New U. 
A ne 


introdu 
It will 

the wei 
index 
produc 
have b 
back t 
will be 
growth 
impliec 
new in 
1948 | 
of the 


Source 


Trade 
The 
droppe 
from 4 
the lar 
Impor' 
£106.4 


millior 





INTERNATIONAL FINANCIAL News Survey, August 22, 1952 


lion in the first quarter of 1952 and to £68 million in 
the second quarter. A trade surplus with the outer 
sterling area in the first quarter was more than offset 
by a deficit in the second, although the average monthly 
deficit over the half year as a whole was somewhat lower 
than in 1951. 

If the usual allowance of 124% per cent for freight 
and insurance is applied to the import figures, the “true” 
trade deficit with the non-sterling area may have amounted 
to £300 million in the first half of 1952. The Chancellor 
of the Exchequer has put the over-all current account 
balance of payments deficit with the non-sterling world 
at £275 million for this period, which would suggest 
that net invisibles yielded £25 million to the United 
Kingdom. With the outer sterling area, the United 
Kingdom probably had a “true” visible surplus of over 
£70 million, and since Mr. Butler put the current account 
surplus with the sterling area at over £200 million in 
the first half of 1952, it would appear that net invisibles 
must have accounted for at least £125 million. The 
over-all current account balance of payments deficit with 
the world as a whole was less than £75 million in the 
first six months of 1952, and the further reduction to 
£69.1 million in the July trade deficit would suggest 
that the United Kingdom is now virtually in equilibrium. 


Sources: The Financial Times, August 14, 1952, and 
The Economist, August 16, 1952, London, 
England. 


New U.K. Index of Production 


A new U.K. index of industrial production is to be 
introduced as a successor to the old “interim index.” 
It will be based on the 1948 census of production and 
the weighting will therefore differ from that of the interim 
index which was originally based on the 1935 census of 
production. So far, monthly figures on the new index 
have been carried back only to 1950 and annual figures 
back to 1948; annual figures for earlier postwar years 
will be published later. The new index suggests a greater 
growth in production since 1948 than the old index 
implied. For instance, for the first quarter of 1952 the 
new index shows production at 122.3 per cent of the 
1948 level, compared with 120.2 per cent on the basis 
of the old index. 


Source: The Economist, London, England, August 9, 
1952. - 


Trade Balance of Irish Republic 


The adverse trade balance of the Irish Republic 
dropped to £49.8 million in the first six months of 1952, 
from £73.6 million in the first half of last year. This is 
the largest reduction ever recorded for a similar period. 
Imports this year were valued at £95.6 million, against 
£106.4 million a year earlier; exports totaled £45.7 
million, compared with £32.7 million in January-June 
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1951. The increase in exports was larger than that in 

any previous six-month period. 

Source: The Manchester Guardian, Manchester, Eng- 
land, July 16, 1952. 


French Budget 


The preparation of the French budget for the year 
January 1 to December 31, 1953 started officially on 
August 18. Indications are that there will be new 
expenditures, particularly for civilian purposes, so that 
even if extraordinary expenditures for investment and 
reconstruction and for rearmament should be the same 
as in 1952 an increase in total expenditures would be 
shown. However, the Government, wishing to avoid new 
taxation, is reported to be opposed to an over-all sub- 
stantial increase in expenditures. The probable new 
civilian expenditures include an increase in amortization 
of the public debt, increased subsidies to exporters, 
and a marked increase in the budget of the Ministry of 
Education; these could total 100-200 billion francs (the 
1952 budget included 1,498 billion francs for civilian 
expenditures). It is reported that investment and recon- 
struction would represent between 650 billion and 700 
billion francs, which is practically the same as in the 
1952 budget. Military expenditures, which were 1,269 
billion francs in 1952, should increase a little, but prob- 
ably less than expected in the Lisbon agreements, which 
provided for automatic increases in national military 
budgets between 1952 and 1957 in relation to the increase 
in the national income. 


Source: Le Monde, Paris, France, August 14, 1952. 


Excess Profits Tax in Belgium 


The bill providing for an excess profits tax in Belgium, 
which was introduced in Parliament last November, 
became law as of the beginning of August. The law 
stipulates a 25 per cent tax on excess profits realized 
in 1951 or, if the company’s financial year does not 
coincide with the calendar year, in the financial year 
ending in 1952. In order to establish what part of the 
profits is to be considered excess profits, the taxpayer 
may choose as the basis for normal profits: any year 
among the four preceding ones, or certain other speci- 
fied bases. Several types of abatements are granted; 
thus, export taxes may be deducted from the 25 per cent 
surtax provided that the authorities do not establish 
that the export tax was borne by the foreign client. 
Source: Agence Economique et Financiére, Brussels, 

Belgium, August 5, 1952. 


Netherlands Long-Term Interest Rate 

Following the reduction in the official discount and 
interest rates by the Netherlands Bank (see this News 
Survey, Vol. V, p. 51), the Stock Exchange quotations 
for long-term government bonds showed a marked in- 
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crease. Apparently the reduction of the discount rates 
was considered proof that the Netherlands authorities 
believe that a return of interest rates to a lower level is 
justified by the present financial position, and even 
desirable in view of the general economic position. 

For government bonds, the effective interest rate 
dropped to well under 4 per cent; the rate had been 
4 to 4.5 per cent since August 1951, with a declining 
tendency since the beginning of 1952. The effective 
interest rate on major municipality bonds also fell to 
slightly under 4 per cent. 

Source: De Twentsche Bank N. V., Weekbericht, Amster- 
dam, Netherlands, August 8, 1952. 


Danish Balance of Payments 


Denmark’s net foreign liabilities at the end of 1951 
amounted to DKr 2,601 million (US$376 million), com- 
pared with DKr 2,895 million (US$419 million) at the 
end of 1950. The main reason for the decline of DKr 294 
million, at the same time that the balance of payments 
on goods and services showed a deficit of DKr 287 
million, is that Denmark received DKr 421 million 
($61 million) of ECA aid in 1951. Of the total net 
liabilities, some DKr 1,683 million is in Danish kroner, 
DKr 374 million in sterling, DKr 147 million in U. S. 
dollars, and DKr 397 million about equally divided among 
Swedish kronor, Swiss francs, and other currencies. 
There was a noticeable decrease in dollar liabilities 
during the year; as a result of amortization payments 
the long-term liabilities declined by DKr 49 million, to 
DKr 381 million, while the short-term assets rose by 
DKr 76 million, to DKr 234 million. 

For 1950 and 1951 the balance of payments data are 
available by areas and by currencies. However, the 
former refer to transactions in each year and show, for 
1951, a deficit on goods and services of DKr 287 million, 
while the latter refer to actual payments and show a 
deficit of DKr 83 million. The 1951 deficit on goods 
and services with the United States and Canada was 
DKr 527 million ($76 million), compared with DKr 376 
million in 1950, but the excess of payments over receipts 
in U. S. dollars amounted to DKr 311 million in 1951, 
against DKr 250 million in 1950. With the EPU area 
there was a surplus on goods and services of some 
DKr 50 million, compared with a deficit of DKr 283 
million in 1950; with the sterling area, a surplus of 
DKr 793 million, compared with a surplus of DKr 180 
million a year earlier; and with the continental OEEC 
countries, a deficit of DKr 736 million, against a deficit 
of DKr 462 million in 1950. 

Prior to 1952, Denmark published balance of pay- 
ments figures on an annual basis only, but starting this 
year preliminary quarterly figures will be available. The 
balance on goods and services, however, fluctuates very 
much from quarter to quarter; for example, in the sec- 
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ond quarter of 1951 there was a deficit of DKr 156 
million, and in the fourth quarter a surplus of DKr 300 
million. 

During the first quarter of this year, the deficit on 
goods and services was DKr 26 million, compared with 
a deficit of DKr 77 million in the same quarter last year. 
The improvement was due mainly to larger freight earn- 
ings; the trade balance was about the same in each 
quarter. This year DKr 21 million of the deficit was 
covered by MSA aid, in contrast to DKr 100 million 
last year. 


amounted to DKr 71 million, but at the same time the 


net foreign exchange position of the banks improved — 


by DKr 100 million. During the quarter, there was a 
large surplus on goods and services with the sterling area, 
and a deficit with the continental OEEC countries, the 
same pattern as last year. The deficit with the United 
States and Canada was DKr 141 million, or about one 
fourth of the total deficit for last year. There was a 
surplus with the Latin American countries. A summary 
of actual payments and receipts for goods and services 
shows that for the quarter there was a surplus of some 
DKr 200 million in EPU currencies, a considerable part 
being related to speculative transactions. In dollars, 
there was a DKr 60 million excess of expenditures on 
goods and services, but when account is taken of grants 
and long-term capital movements in dollars the excess 
is reduced to DKr 33 million. 


Sources: Statistiske Departement, Statistiske Efterret- 
ninger, Copenhagen, Denmark, August 8 and 
12, 1952. 


German Prewar Debt Settlement 


Final agreement on Germany’s prewar external debt, 
amounting to about $2.7 billion, was reached on August 
8 by the London Conference on German Debts, which 
had opened on February 28 (see this News Survey, 
Vol. IV, p. 272). In the main, the agreement provides 
for no reduction of principal, but loan interest has been 
reduced and maturity dates have been extended. Amorti- 
zation of most debts will begin after five years. In some 
cases, repayment will be made more quickly if it is 
accepted in Deutsche Marks. Payments on contracts 
involving gold clauses will be made as if the values of 
currencies of issue had been defined not in relation to 
gold but to the U.S. dollar. 

In return for German agreement on these terms, the 
U.S. Government has agreed to defer for five years the 
start of principal repayment on postwar U.S. economic 
aid to Germany; repayment was initially scheduled to 
start at the conclusion of the prewar debt settlement. 
The U.S., U.K., and French Governments also announced 
that they would write off substantial amounts of their 
postwar assistance, as agreed last December (see this 
News Survey, Vol. IV, p. 215). 


Amortization payments on foreign loans | 
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The Tripartite Commission on German Debts an- 
nounced that it would start to draft the inter-govern- 
mental agreement giving effect to the Conference’s deci- 
sions, for presentation to each of the nations concerned. 
The German delegation announced that its Government 
would place the agreement before Parliament for rati- 
fication as soon as possible. When the agreement is 
ratified, the Federal Republic will cease to be considered 
in default and will be entitled to access to foreign loans 
on a basis of full equality. 

The Conference settlement of the Dawes Loan 7 per 
cent bonds provides that interest will begin to accrue on 
January 1, 1952—the date the agreement goes into effect 
—at 54 per cent for dollar bonds and at 5 per cent 
for sterling bonds. On the Young Loan 5% per cent 
bonds, interest will be at 5 per cent for the dollar bonds 
and at 44% per cent for other currency bonds of this 
issue. The maturity of the Dawes Loan bonds is being 
extended to 1969 and of the Young Loan bonds to 1980. 
For the Dawes Loan issue there will be a sinking fund, 
starting in 1958, of 3 per cent on the dollar bonds and 
of 2 per cent on the sterling bonds. The sinking fund 
for the Young Loan bonds, also commencing in 1958, 
will be at a uniform 1 per cent rate. Arrears on the 
Dawes and Young Loan issues—calculated at 5 per cent 
for the Dawes bonds and at 44% per cent for the Young 
bonds—will be covered by new 20-year bonds carrying 
3 per cent interest. After five years there will be a 2 
per cent sinking fund for bonds issued in respect to 
arrears on the Dawes Loan and of 1 per cent in respect 
to the Young Loan arrears. Bonds covering arrears 
accrued after December 1, 1944 will not be issued until 
after the unification of Germany. 

For state and municipal bonds the settlement is roughly 
the same as for debts of companies and other nongovern- 
mental institutions. The main provisions of the settle- 
ment are that interest is to be paid at three quarters of 
the contractual rate, and that two thirds of the interest 
arrears at the three-quarters rate, calculated at the end 
of this year, is to be funded and added to the principal. 
Source: The Wall Street Journal, New York, N. Y., 

August 9, 1952. 


Middle East 


Fiscal Policy in Egypt 

As a prelude to the introduction of the Egyptian 
1952-53 budget, which was due to be presented before 
July 1 (the beginning of the financial year) but was 
delayed because of the recent political changes in Egypt, 
the Cabinet has sanctioned four decrees increasing cus- 
toms and excise duties. The first decree stipulates an 
increase from 7 per cent to 8 per cent on all goods 
subject to the ad valorem customs duties. The second 
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provides for an additional excise duty, equal to 22.5 per 
cent of the present duty, on domestically produced alco- 
holic beverages. The third increases the customs duty 
on imported tobacco to LE 3-4 per kilogram, net. The 
fourth decree provides for the imposition of an addi- 
tional ad valorem customs duty on a wide range of 
luxury and semiluxury goods, such as imported wine 
and spirits, domestic electric appliances, cars, watches, 
cameras, photographic materials, musical instruments, 
materials of pure or artificial silks, wool, cotton and silk 
thread, furniture of all kinds, jewelry, furs, and luxury 
foods; the additional duty ranges between 20 and 30 per 
cent of the value. The increases are said to have a double 
objective: first, to provide the Treasury with funds to 
finance urgent public works, since the income from 
cotton has diminished, and, secondly, to supply the basis 
for an austerity regime, which is indispensable to the 
success of efforts now being made to close the gap in the 
balance of payments. The latest figures show that 
customs and excise revenues have risen in the last decade 
from LE 18 million to LE 80 million, which represents 
40 per cent of the present total budget revenue, whereas 
direct taxes in the same period have risen from LE 8 
million to LE 20 million, or less than 10 per cent of the 
present total budget revenue. 


Sources: Al Ahram, Cairo, Egypt, August 7, 1952; The 


Financial Times, London, England, August 8, 
1952. 


Official Estimate of Cotton Acreage in Egypt 


The Egyptian Ministry of Agriculture estimates that 
1.967 million feddans are under cotton cultivation for 
the crop year September 1952-August 1953, compared 
with 1.979 million feddans in the crop year 1951-52 


(1 feddan = 1.038 acres). Of the 1952-53 estimate, 
long-staple Karnak cotton (over 136 inches) represents 
0.934 million feddans, compared with 0.720 million 
feddans in 1951-52. The acreage of medium-staple 
Ashmouni cotton (between 1144 and 1% inches) is esti- 
mated as 0.671 million feddans, against 0.697 million 
feddans last year. 

The increase in the Karnak cotton acreage by about 
0.214 million feddans has caused a drop in its price on 
the Alexandria cotton futures exchange. This decline 
affected the price of Ashmouni cotton also, despite its 
acreage decrease this year. Another factor causing the 
downturn in prices was the rumor that the new Govern- 
ment intended to close the market and to nationalize 
cotton trade; however, this rumor has been officially 
denied. 

Cotton exports during the first eleven months of the 
1951-52 cotton season (September through August) were 
4.6 million kantars, compared with 6.2 million kantars 
in the corresponding period of the previous season. 
Source: Al Ahram, Cairo, Egypt, August 5, 1952. 
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Property Tax in Israel 

The Government of Israel has decided to impose a tax 
on both movable and immovable property. While details 
of the measure are not available, it is estimated that the 
tax will be less than 10 per cent and that it will yield 
a minimum of I£25 million. This is in addition to the 
[£25 million expected from the 10 per cent deduction in 
the note exchange system and the 10 per cent deduction 
from bank accounts (see this News Survey, Vol. IV, 
p. 401). 
Source: The Financial Times, London, England, June 17, 

1952. 


Electric Generating Plants in Kuwait 

Kuwait has ordered from the Westinghouse Electric 
International Company in the United States four genera- 
ting plants, which will produce 30,000 kilowatts of elec- 
tricity. The power is to be used primarily in the capital 
city for lighting; only a small portion will be for indus- 
trial uses. The first part of the order is expected to be 
shipped by December, and generators are expected to be 
in operation by next summer. 
Source: The Journal of Commerce, New York, N. Y., 

August 13, 1952. 


Import Restrictions in Pakistan 

In an attempt to conserve foreign exchange earnings, 
Pakistan has restricted further imports from both the 
dollar and sterling areas. About 40 items have been 
removed from the open general import license; they in- 
clude cotton piece goods and yarn, jute manufactures, 
cycles, tires and tubes, motor trucks, matches, crockery, 
paper, and timber. It is not yet known whether the 
new order applies also to contracts already entered into 
with foreign firms. Only about 50 items continue to 
be under open general license, mainly nonferrous metals, 
pig iron billets, machinery, chemicals, drugs and medi- 
cines, dyes, mineral oils, and cement. The new restric- 
tions are said to have been necessitated by the country’s 
deteriorating balance of payments position, which forbids 
continuation of a liberal import policy. 


Source: The Times, London, England, August 12, 1952. 


Far East 


India’s Foreign Trade 
India’s foreign trade in the first five months of 1952 
continued the adverse trend of the second half of 1951, 


with a deficit of Rs 1,630 million. Sterling balances 
declined in the first six months by Rs 980 million, to 
Rs 6,830 million. Authorities expect that during the 
second half of the year imports of jute, cotton, and food 
grains, the leading import commodities, will be at a 
low level. 

Source: The Journal of Commerce, New York, N. Y., 

August 11, 1952. 
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Indian Industrial Production 


Production in India of coal, sugar, cement, steel ingots, 
jute products, and cotton goods in 1952 is expected to he 
appreciably above output last year. During the first 
6 months of this year, 19 million tons of coal were 
mined, which was equivalent to an annual rate 9 per cent 
above last year’s total; 12 million tons of sugar were 
produced, a rate 35 per cent above 1951 production. 
Jute manufacturing is expected to exceed 1951 by 13 per 
cent, and cotton goods production by 5 per cent. Cement 
production in the first 6 months of 1952 amounted to 
1,700,000 tons, compared with the 1951 total of 3,198,000 
tons; and steel ingot production was 1,600,000 tons, 
against a total of 1,478,000 tons in 1951. 

Source: The Times of India, Bombay, India, August 16, 
1952. 


Thai Baht Strengthened 


The Governor of the Bank of Thailand has stated that 
the withdrawal of currency from the market has strength- 
ened the baht. At present approximately 3,901 million 
baht are in circulation, compared with 4,247 million 
earlier in the year. The free market exchange rate of 
the baht has been improving steadily, and there has been 
a corresponding drop in the market prices of imported 
goods, with the exception of automobiles and textiles 
which are affected by import restrictions and increased 
import duties. 

Source: Far East Trader, New York, N. Y., August 13, 
1952. 


Taiwan’s Land Reform 


With the purchase of about 511,000 acres of land from 
the present owners and its redistribution among the tenant 
farmers in Taiwan within the next year, the third and 
final phase of the land reform in Taiwan will have been 
completed. A total of 300,000 households, with an esti- 
mated 1.5 million tenants and their dependents, will 
benefit from the program. The first phase of this reform 
was initiated in April 1949, when the farm rent was 
limited to a maximum of 37.5 per cent of the annual 
principal crop. The second step was taken in June 1951, 
when the Government released public land for sale on 
easy credit terms to individual tillers. The third phase 
will be inaugurated on January 1, 1953, when all land 
holdings in excess of an average of about 4.76 acres of 
rice land or 9.52 acres of dry land will be prohibited. 

The excess holdings will be purchased by the Govern- 
ment at 214 times the annual yield of the land. The 
aggregate payment to the owners will amount to about 
NT$2.11 billion, made in installments spread over ten 
years; of this total, 74 per cent will be made in land- 
produce bonds (NT$1.56 billion), 25 per cent in stocks 
of government-owned enterprises (NT$521 million), and 
1 per cent in cash (about NT$24 million). The land- 





INTERNATIONAL FINANCIAL News SurRvEY, August 22, 1952 


produce bonds, denominated in quotas of grain and 
sweet potatoes, will be redeemable in ten annual install- 
ments and will bear interest of 4 per cent per annum. 
Tenants purchasing land from the Government will pay 
in kind at a similar rate spread over a similar period. 
Following the flotation of the land-produce bonds and 
the marketing of stocks of government-owned enterprises, 
a stock exchange will be set up under strict government 
supervision. 
Source: Chinese News Service, Press Release, New York, 


N. Y., August 12, 1952. 


Japanese Foreign Trade 


Japanese exports in the first half of 1952 totaled 
Y244.6 billion and imports were Y357.4 billion. The 
exports were 2.2 per cent above those in the correspond- 
ing period of 1951, while the imports were 6.2 per cent 
less than a year earlier. The principal gains in exports 
were in fish, cotton yarn, spun rayon cloth, pharmaceu- 
ticals and chemicals, cement, oil and steel products, 
copper, and textile machinery. There were sharp declines 
in exports of tea, raw silk, cotton, silk and rayon cloth, 
chinaware, and sewing machines. 

Source: Far East Trader, New York, N. Y., August 6, 
1952. 


Indonesian Exchange Rates for Nonessential Imports 
With a view toward curbing further the importation 
of luxury articles, Indonesia introduced, effective August 
12, a series of new exchange rates for the importation 
of nonessential goods. All imports are reclassified into 
four categories: essential goods, nonessential goods, semi- 


luxury goods, and luxuries. The rate for the essential 
goods will be the same rate as formerly, i.e., the official 
rate of Rp 11.43 per U.S. dollar. For nonessential goods, 
the rate will be the official rate plus the price of the 
“inducement” certificate which will be 100 per cent of 
the official rate; therefore the effective rate for this 
category will be Rp 22.86. For semiluxury goods, pay- 
ment of an “inducement” rate of 200 per cent of the 
official rate will have to be made, so that the effective 
rate of exchange will be Rp 34.29. No foreign exchange 
will be made available for the importation of luxuries. 
The new rates apply to imports from all countries. The 
regulations, however, do not affect the existing require- 
ment that for all imports from the dollar area there is 
an additional charge equal to the price of the dollar 
export certificates for the full value of these imports; 
the latest price set for these certificates is Rp 0.60 per 
dollar. On May 12, 1952, when the Javasche Bank first 
started to fix this price on a weekly basis, it was set 
at Rp 1.20 per dollar (see this News Survey, Vol. IV, 
p. 363). 

Source: Indonesian Consulate General, Press Release, 


New York, N. Y., August 14, 1952. 


Indonesian Export Duties 


Effective August 1, Indonesia reduced the additional 
export duties which had been introduced when currency 
readjustments were made on February 4 (see this News 
Survey, Vol. IV, p. 238). The reductions are as follows: 
rubber, from 15 per cent to 10 per cent (reduced on 
June 1 from 25 to 15 per cent) ; copra, from 25 to 15 per 
cent; and palm oil and kernels, from 15 to 5 per cent. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 18, 1952. 


Philippine Government Finance 


The Budget Commissioner of the Philippines has re- 
ported that for the first eleven months of the fiscal year 
1951-52 total government receipts amounted to P 615.1 
million and total expenditures to P 431.9 million; thus 
there was a surplus of P 183.2 million. The surplus may 
make it possible to liquidate part of the deficit accumu- 
lated since 1945. The Secretary of Finance, however, 
has warned against undue optimism over favorable 
budget reports, and has stated that, if some less important 
appropriations for the fiscal year 1952-53 projects are 
not sacrificed, the Government may end that year with a 
deficit of at least P 6 million. 


Source: Philippine American Chamber of Commerce, 
Weekly Bulletin, New York, N. Y., August 15, 
1952. 


United States and Canada 
U.S. Import Duties 


A recommendation of the U.S. Tariff Commission to 
raise duties on watch imports by 50 per cent has been 
rejected by President Truman. Under the escape clause 
of the Trade Agreements Act, the Commission had made 
an investigation at the request of domestic watch pro- 
ducers, and had found that domestic production had not 
kept pace with the expansion of watch imports. The 
President considered, however, that this fact did not 
indicate serious injury to domestic producers, since they 
were presently enjoying record levels of employment 
while wages and profits compared favorably with other 
industries. The President pointed out that the purpose 
of the Trade Agreements Act is to expand imports and 
exports, and that raising duties would be a blow at the 
U.S. effort to permit friendly nations to earn their own 
dollars. 


Source: The Journal of Commerce, New York, N. Y., 
August 15, 1952. 


U.S. Investment Guarantees 


The Mutual Security Agency (MSA) has announced 
that currency convertibility guarantees may be extended 
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to cover new private investment in Yugoslavia. Although 
investments involving private ownership of enterprises 
in Yugoslavia are not permitted, foreign investment may 
take the form of providing machinery, services, or pro- 
cesses to local enterprises, with payment either in goods 
or in dinars. Where payment is in dinars, the MSA 
There 
is some possibility of protection against expropriation, 
and MSA will discuss such guarantees which may be 
acceptable to the Yugoslav Government. 

Source: The Journal of Commerce, New York, N. Y., 

August 19, 1952. 


would guarantee conversion into U.S. dollars. 


U.S. Demand for Consumer Durable Goods 


The tremendous production of durable goods since 
World War II has enabled consumers to build up their 
stocks to the point where their most urgent demands 
have been satisfied. This is the conclusion derived from 
a recent survey of consumer buying plans conducted 
under the auspices of the Board of Governors of the 
Federal Reserve System. The number of people planning 
to buy houses during the current year is about the same 
as the number at the beginning of 1951. Plans to pur- 
chase furniture and major household appliances, how- 
ever, were somewhat fewer than a year earlier. Buying 
plans indicate that consumer demand in 1952, as in 1951, 
is less strong than in previous postwar years. 

Source: The Journal of Commerce, New York, N. Y., 
August 15, 1952. 


Canadian Harvest 


Canadian grain production is expected to reach record 
levels this year. The wheat crop is estimated at 656 
million bushels, an increase of more than 100 million 
bushels over last year’s 552 million bushel crop; the 
barley crop is estimated at 295 million bushels, an in- 
crease of 50 million bushels; but the estimate of 466 
million bushels for the oats crop is slightly below last 
year’s output. The size of the wheat crop is due in 
part to an increase in the acreage sown, but principally 
to an increase in the yield per acre, from 21.9 bushels 
last year to 25.2 bushels. The size of the crop is ex- 
pected to react on the negotiations for a wheat price 
ceiling under the International Wheat Agreement. 


Source: The Gazette, Montreal, Canada, August 16, 1952. 


Latin America 


Colombian Export Restrictions 


By a Colombian Government decree of August 1, 1952, 
exports of rice, corn, potatoes, tobacco, salt, tanned hides, 
leather, cotton and wool manufactures, cement, beer, 
sugar, cigarettes, and gold manufactures will be per- 
mitted. The Banco de la Repiblica will buy the proceeds 
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of these exports at the same rate used for all exports 
except coffee. 

Exporters of these products will have the right to 
import equivalent amounts of products determined by 
the Government. These products are automobiles of a 
maximum weight of 3,600 pounds, tinned fish, and potted 
meats; before the decree, these were on the list of pro- 
hibited imports. 

Source: El Siglo, Bogota, Colombia, August 2 ,1952. 


Ecuador's Foreign Trade 


Ecuador’s exports in the first half of 1952 were valued 
at US$30.1 million, a gain of US$3.1 million over the 
first six months of 1951. Bananas accounted for approxi- 
mately one third of the 1952 figure, and this year, for 
the first time, they may replace cacao as Ecuador’s most 
valuable export. 

Exports for the entire year may reach a total of US$70 
million. A bumper coffee crop is expected. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 18, 1952. 


Amazonas Immigration 


The Federal Government of Brazil, in cooperation 
with the Government of the State of Amazonas, has ap- 
proved a plan for the immigration of 150,000 Japanese to 
the State of Amazonas, an area with tropical hardwoods, 
rubber, fibers, minerals, and other products. The financ- 
ing would be partly governmental and partly private. 
The traveling expenses would be covered jointly by the 
U.S. and Japanese Governments. Particular attention 
has been given to the fact that the Japanese immigrants 
are excellent cultivators of jute, and most of them would 
be employed in cultivating Indo-Brazilian jute, a species 
that has been adapted to the soil and climatic conditions 
in the State of Amazonas. Thus, an attempt would be 
made to make Brazil independent of overseas sources of 
jute. 


Source: Brazilian Government Trade Bureau, Brazilian 
Bulletin, New York, N. Y., August 1, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 


Mr. 
man ¢ 
for th 
US. t 
Securi 
Under 
US. I 
Board 
1951 
which 
Act o! 

The 
Presic 
of the 

“Is 
Advis 
under! 
of th 
efforts 
econo! 

"| 
becau: 
trade 
object 

oW 
milita 
throug 
stantii 
friend 
specia 
them 
sion ¢ 
they « 
reduc 

“Ye 
count 
to fur 
by cu 
which 
so-call 
Act— 
is a s 
we ar 
trade: 
barrie 
real d 

“In 


situat! 





